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Profile

Halihurton Company is one
of the world 5 larger and more
dwversified o1l field services and
engineernng/construction
organizations

The o1l field services group 1s
a major provider of products and
services both onshore and offshore
to the exploration and production
segments of the petroleum industry

Industnial engineering/
construction services arc performed
for the petroleum mdustry public
utiities general industry and
government Services wnclude the
design construction and
maintenance of industnal factiities

Marine engineering/construction
services are performed
predominantly for the petroleum
industry These services include the
design fabrication and nstallation
of offshore structures facihties and
pipelines

Approximately three fourths of
revenues are derived from services
to including construction for the
petroleum 1ndustry

Generally 30 percent of revenues
come from international sales and
services

The Company also 1s engaged in
the property casualty and hfe
Insurance businesses

COVER Returning from a remote
wellsite a large Halliburton fractunng
unit passes through colorful fall foliage
in the foothills of southeastarn
Oklahoma

RIGHT Perched on a hillside in the San
Bols mountains Halliburton equipment
and people fracture a gas well in the
Arkoma Basin of Oklahoma

urton Cmany o
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Increase
1986 1985 {Decrease)

(Dollare 1n thousands except pe share data)

Income (loss) per  nare hefore e<traordinary item $ (485) S 27 —
Net income (loss rer share (4 85) (312 —
Cash dividends paid per share 120 180 {33)%
Net revenucs 3 509 439 4 778 695 {27)%
Operaring mcom  loss) (594 692) 890/3 —
Nonoperatuing income (expersel net (1 675) 25 660 —
Income (loss) hefore estraordinary item (515 214) 28736 —
Net income (loss (515 214) {339 276) —
Cash dividends raid 127 434 195 561 (35)%
Shareholders equity 2150172 2 857 854 (25)%
Acquisttions of proverty plant and equipment 97 477 239 062 (59)%
Depreciation and net book value of fixed assets retired 300418 384 027 (22)%
Shareholders of record 25 904 25274 2%
Common shares .tstanding at year end 105 910 000 108 650 000 (3)%

Includes special  nite downs of $S502 915 000 and S257 830 000 1n 1986 und 1985 respectively (see Note 5 to financial
statements on | age 23)

Quarterly common stock price ranges

(New York Stock Exchange) First Second Third Fourth
Hgh Tow High Low High Low High Low
1986 $28 $21% $237% 319% $23% $17% 8257 $20%
1985 _ 32V 6 32Y 28Y 30 24y 284 24 1o
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Modest second-half recovery, strong financial
condition bolster Company's hopes for future

To Our Shareholders

Seidom has a company bewn s0
severely tested as was Halliburton
In 1986

I am proud 0 report that vour
Company recpot ded well — albeit
at a considerar:® cost to its human
and financial recources

After bemng <'ted hard edrly 1n
the year by the consequences
of the collapse ol prices e
regrouped and « {justed By
mid year we beygan the road back
to recovery At the end of the third
quarter Hallibu ton essentially was
breaking even and 1n the fourth
guarter we maraged a small protit

Revenue. for the year were S35
hillion 1 1985 they were neaily
$4 8 billlon The net loss for 1086
was $515 2 milion $4 85 per Lhate
Special write downs of almost 5489
million were made to rec ognize the
loss 1n economic value of operating
assels and relate d investments
Excluding the v nte clowns the net
loss was 826 5 nilhon or 25 cents
pet share

In 1985 the C mpany had SH63
muhion of spec iy charges 1o retlect
write downs (n marme assets and
settlement of tr South Tex 4
Nuclcar Project ntigation W ithout
these charges income for 1985 was
$223 7 milion or 82 06 per share

Despite the declines 1n revenues
and mncome we ended 1986 1n
strong financial condition We had
$513 4 mullion 1n cash and
marketahle securities even atter
stock repurchases of $70 9 mullion
and prepayments on long renm debt

totaling $207 5 miliion Our debt to
¢ qUILY Tatlo remains extremely low
and is now about 10%

To meet market conditions we
found 1t necessary to further reduce
our workforce about 18 000 people
thus substantially lowenng our
compensation costs

Additional steps taken to reduce
1 0sts and conserve cash mcluded
plant consolidations disposal
of excess equipment and facilities
59% lower capital expenditures and
a reduction in the annual dividend
rate from 81 80 a sharc to 81 00
a share

In other moves Halliburton
continued to repo.ttion some of its
oper ng units i order Lo
ncredse thelr strength and
competitiveness

In ol ficld services IMCO
entered 1nto a joint venture with
Dressor Industries Magcobar
Division to ¢r¢ ute a more
competitive drihing fluids business
Fmphsls was placed on gamning
increased acceptance of Wolex s
Precision Loyging System (PLS)
now considered by many of our
customers to be one of the better
systems in the industry

Engineening and construction
ctivities were scaled back
reorganiZed and refocused This has
tesulted in deemphasizing some
markets particulatly marme
fabrication and heavy hift dernck
barge operations while stressing
others such s enginecring and
pipelay New alliances were sought

with international partners to
enhance Brown & Root s competitive
posttion in both onshore and
offshore markets

Not all moves were defensive
In fact several new seed
businesses such as hazardous
waste management waste to
energy cogeneration and facilities
operation and maintenance have
been mitiated and may develop into
sigmficant opportunities Industnal
services 1s an older business on
which we continue to place strong
emphasis

Qur mnsurance companies
continue to perform well
Highlands our property and
casualty company is aggressively
seeking ne v markets among
smaller to medum sized 1ndustnal
nsks Life Insurance Company of
the Southwest 1s cooperating with
another Halliburton subsidiary
Health Economics Corporation to
develop a line of health and
medical onented services

Looking back on those hoom
years of the late 1970s and early
19805 1t 15 easy to conclude that
the pace of exploration and
development activity was clearly
excessive But that activity cid
enable the US to find as much
new o1l and natural gas as it
produced in those years

It 15 a different story now After
several years of little growth
consumption of o1l and gas 1n the
U S 1s now nising at an accelerating
rate At the same time production
1s falling dospite some mncreases In
oll prices 11 recent months

American Petioleum Institute
data show that between January
1986 and January 1987 output of o1l
and yas dropped nearly 700 000
barrel r1davintheUS At 843
miulion birrals a day the nations
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hoth i the U S and abroad
However 1f the OPEC cartel breaks
down prices could tumble once
more leading to further
deterioration 11 the domestic
energy industry

On 1 global scale the longer term
1s much more reassuring With
consumption nsing and production
dechining the natural functions of
supply and demand will eventually
lead to higher prices Higher prices
translate mto mncreased exploration
and production activity

Just how much of an upturn we
can expect 1 the coming year is
chificult to sa, Much aepends on
OPEC s ahilit  to hold its members
in ine Barnng further senous
dechnes 1n prices or dnlling activity
the modecst recovery that began 1n
late 1986 should continue

However the usual seasonal
slump 1n the early part of 1987 will
mean that it will be the last half of
the year before more improvement
can be expected

The last five years difficult
though they were have not been
lost on Halliburton We have made
many changes all of them with the
intent of ~trengthening and
toughening your Company for the
future We have mamntamed our
financial strength we are an

e MY

[K)

11 We i

Thomas H Cruikshank president and chief executive officer of Halliburton Company outstanding performer in our major
marketplaces and we continue to

production rate v as the lowe ot These tiends need to be reversed seek new opportunities for future

simce 1977 when dependence on if the U S 15 to remain pohtically growth All in all we believe your

imports reached an all time high of militartly and tinqanciglly secure Company 1s well positioned for

48% Current unports 1re rutiiig at We are now 1n a very critical the future

about 38% of our total consumption peniod If OPEC can control the

— up from 31% a year acjo production of its individual Respectiully submitted

The mduslry § reinvestment in members In coming months then -

exploration and production in 1986 much will have heen accomphshed %

w1, the lowest 1 a decade and Pnices will stabilize helping to \/4577;@ % M%

domestic drlhing acuvity dropped reestablish confidence among

to the lowest level since World producers and mnvestors Fhomas H Cruikshank

War 1l Fxploranon ictivity will pick up President and Chief Executive Officer

BRorA ST



Operational Review

01l Field Services and Products

In 1986, o1l field service units stressed quality
and “value” while working harder to lower

breakeven points

Worldwide revenues of the ol
field services and products group
dechined 39% in 1986 as domestic
revenues trailed 1985 by 44% and
mternational revenues were
down 29%

Excluding special write downs of
$308 6 million made in the second
quarter the operanng loss was
$46 8 mithon

When o1l producers slash theiur
exploration and production budgets
as deeply and suddenly as they did
in 1986 says B G Taylor executive
vice, president ol field services

owr operations are bound to suffer
regardless of how quickly we 1eact
to the greatly reduced market

Of the approximately §75 hillion
in revenues recorded by the U §
petroleum mndustry in 1986
Taylor says  only about 512 bithon
or 16"% was reinvested in dnlling
for oif and gas This was a low
percentage and the smallest dollar
outlay by the industry smce 1977

As a result the level of domaestic
drithng activity reached its lowest
pomnt n over 40 years The average
number of dniling rigs working in
the U S iell more than 51% in 1986
from 196910 964 The imternationdt
ng count averaged 1085 a 274
drop from 1985

Lower dnlhing rates together
with the catryover of excess

01 field service personnel worked long hours to offset reductions m the workforce

and to keep jobs running smoothly in 1986

capacity \athin the ol field services
induotty resuited mn another year
of heavy ptice discounting
particularly in domestc markets

In response to these conditions
Halliburton s o1l field service units
worked even harder to increase the
effictency of their operations and
through strict cost controls to
lowcr thewr breakeven points

Employment was reduced 38%
dunng the year lowerng the
Company s annual payroll costs
about §300 mitlion

In addition a {urlough plan was
hegun m late June Workers were
asked to take every eighth week off
without pay Although the furlough
plan reduces costs less than the
layoffs of our competitors who
rehire on a when needed basis
from labor pools the plan is
considered a more equitable
method of shanng the current
economic burden while
maintaining an important core
of skilled and loyal workers for
the future

“oren~iul and SUCCesSSIUL
“asronses D7 the N gia
erviLas groun otreamd
ietcrioration in s marker
“esuitag 1 mprosed
ATRYLT 1T TL G LT O
Fo oaterarisrt 2 oo

Late 1n 1986 Halliburton
Company combined its IMCO
Scrvices Division 1nto a jomnt
venture with Magcobar a divis
of Dresser [ndustnes Inc

This combination will tesult
more efficient and economical
viable drilling fluids business
erther could develop alone Tt
new company M I Dnlling Fi
has 4 very strong market pos
Like the 1985 acqusitions of

BRee2ood s,
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Systems nd Tra 215 Compression
the combuiition  1¢ designea
to otre ngthen Halliburtons
competitive pos tuon m nil fieid
sLrvices

The force ful and suecessful
responses tiken by the ol field
services group e he rapid
detenior ition 10 1ts MmAarke 5 resy lted
n gradual unpre «mente in
operating results durning the titrer
pdrt of the yedr Uperating ircome
1in December was only shightly
below breakeven and the group is
In e£cellent po. ton to bene s from
the upturn 1n matt et demand v hen
i pecurs

Halliburton Services

Halhiburten Ser ices had a
difficult year « 1 phastZing once
Again the effects of hrply
lower demand and severe price
discounting Worldwide rever s
dropped 43%; Adiisted for the
wrtte down of assets there
w1s 1 small operifing gam for
the yeadt

Domestic reverdos were dov i
20% and there v as 11 opetitna
loss tor the year The majol los es
oceurted tn the  cond and thid
quarters with fourth quarter recult,
approaching hre theven

International r - enues nd
operating mcome rended lower
throughout the 41 hut the drop
for the year wds not d. o6vere 351N
domestic gperations

Although mary of 1t compenrors
abdndoncd ¢ ntire geographicu

Two fracturing equipment operators
from Hallhburton Services Wilburton
Oklahoma field service location confer
during a Job being performed in the
Arkoma Basin The basin which hies

in eastern Oklahoma and western
Arkansas was one of Halliburton s most
active service areas in 1986




areas of service Halliburton
mamntamed operations n all of its
traditional areas
Spike Dunlop the president of
Halhburton Services says that
while we might have saved money
by closing down a larger numper of
our less profitable locations we
view the policy of providmeg qu ity
service 1n all majot o1l dnd gas areas
as a commitment {0 our customers
and an mvestmeiit 1n the [uture
Halliburton Services sustained
1ts leadership 1n 1986 by continued
emphasl, on value — the best
mix of price and quality for each
specific job In ol field pumping
services the HT 2000 pump dehvers
more horsepower pel weight than
1ts predecessor and has an
unprecedented ability to transport
very high concentrations of
proppant durnng fracturing
treatments This capabihity is a
crtical factor iIn maximiZzing the
effectivens ss of a frdc job
Another example of value 15 the
exclusive Gas Migration Conttol
developed by Halliburton Thi
cemenfing system enabled 1 myjor
company to redesign 1ts casing
programs for four offshore wells
the Gulf of Mexico and save, half a

In 1986 Halliburton Services Ltd
completed the highest pressure
fracturing job ever performed in Canada
The high pressures were sustained by
Halliburton s HT 3000 intensifiers which
were used 1n Canada for the first time
The wellsite was located in the beautiful
rugged foothills of the Canadian Rockies
4




il 1 loll s on each well
e o f the major develop 1 ents 1n
P16 1 anew co manufact 1ng
prowrn India for that country s
Ol ny | Natural Gds Commission
((INC ¢ ) The project mvolve s the
Fihie mon of a seniee of ail well
Cher ting unies for ONGG g lus the
It wineg of field and service
P annclin their use
' midustnal cleaning di 1s10n
ol THithburton Services cot tinued
o per virtually unaffected hy
e b wntan i dnlling acty iy
Hin hvision performs scale removal
uid ther services m a vide 1Ange
ol 41 hieations such as fossil fuel
pov 1 ratlons refineries
Pt chemical plants and o lp
it poaper mills
Houlilnirton Services rese arch m
V0 cner lly was char wieneed by
iy technology made possible
by o wader use of computers and
« U ned efforts to improve
V1o hy reducing joh costs
v« nt advances in solid state
e nes plus the contir umng
dov ad for faster response. nd
e detalled data led to a
It h project designed to further
wt e the typical Halliburton
Wi catment This has the
i o of reducing welisite
v~ el requirements espectally
1 harge fracturing treatments
wi 1L 1S not uncommon 10 have
1« han 50 employees on location
~  licant advances i chemistry
v dthe Angard sealant
¢ and two oll hased {racturing
i The Angard  service s used
! 1 producing well on a
<l 1ary hasts or to adapt wells
! vnhole disposal uses The
1 w oll based {ractunng fluds
¢ maternal personnel ind
"1 g costs while maintamning
~ nulation efficiency

A Hallthurton Services equipment operator controls a blender on a stimulation job in
Oklahoma The unit mixes sand with water or carbon dioxide 1nto a slurry which 1s
pumped into the subsurface formation to create fissures or fractures

Halliburton Services industnal services diviston cleans boilers and piping systems for
many power plants pulp and paper mills refineries and petrochemical installations
Much of the technology used for this work was originally developed for o1l field
service work

P
b Y
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Otis Engineering

Otis Engineering © revenues
dropped 27% and operating income
before special write downs
declined 73%

Cost cutting moves mcluded
major reductions 11t personne}
capitdl equipment and facilities
Also dunng 1986 Otis eliminated
some product Iines that did not
fit or had limited potentiat In
addition product standardizarion
programs were continued as an
inteqral part ct efforts to reduce
manufacturing costs

Manufacturing activities in Grand
Saline and Graham Texas were
discontinued and moved to
Carrollton for better utlization
of plant and pr 1sonnel

Several new and redesigned tools
were developed during the year
including a jet cleaning tool ased
in comunction with related tubing
services m well mamtenance

apphications Marketplace
acceptance of this tool has been
excellent

Jont efforts among all
Halliburton units are continuously
unde.rtaken to develop new
products and services In one such
eftort QOtis worked with Vann
Systems 1n 1986 to design 4 total
package for gravel pack services
Ous also helped to develop a new
downhole data measunng device
used 1n well testing and reservonr
analysis by TRA a company
operated jointly by Ous
Engineenng Halliburton Services
Welex and Vann Systems

Welex

Welex revenues were lower 1n
1986 due to reduced dnilling
activities and heavy price
discounting Although the
operating loss for the year was

A gigantic ol fire that had burned out of control 1n a field 1n the Soviet Union was
snubbed out by a hlowout recovery team from Otis Engineering The team 1s an elite
task force composed of Otis people normally stationed in various parts of the world who
specialize in hydrauhe workover and well blowout operations

Mobihizing 1ts equipment quickly Otis persannel from the U S and Germany prepare to
pump heavy mud down the hole to kill the well When the well blew 1t spewed a column
of flame into the air that could be seen 80 miles away




25 there were
ts i the last half

greater than i
some unproven
of the year

The success -
Logging Syster

5 Preciuion

PLS) ntroduced
in 1985 enablex  elex to continue
to galn market  ate Customers
who have bece.  « famihar with the
systems adva ~ 1 lechnology
accurate meds. ~ments and high
reliability quner.. acknowledge
PLS as a sups  « gging system

As a result ' ¥ bugan to

penet ate the -~ hole offshore
market in the. ¢ f of Mexicoin the
fourth gquarter ~ s marker segment

15 targeted for further growth as
additioral PLS skids are placed
in “ervice

In another move to ncrease
market penetration Welex
introduced its PLS open hole
loggmng services to international
markets in severil areas

Recognizirg that future maikets
will place mcre ising emphasis
on advanced technology Welex 1s
heavily committed to research and
development More powerful
vsellsite computing systems are
heing teated as are new nd
improved downhole tools and
ultra high rate data transmission
systems

Vann Systems

The company provides tubing
conveyed s\stems for completing
and pertorating ol and gas wells
and sand control wervices In 1986

Welex continues to gain customer acceptance of its Precision Logging System (PLS)
which gathers many types of dnlling and well completion infornmation PLS is now

considered one of the industry s supenor logging systems

domestic revenues were lower with
heavy discounting a major factor
International revenues rematned
strong until September but
weakened 1n the final quarter of
the year

Vann reduced its workforce 19%
during the year and programs
were put 1n place to reduce
operating costs

Halliburton Resource
Management (HRM)

HRM revenues were off 9% and
operating w.come was down 48%

HRM expects the reduction of
capital expenditures by the o1l and
gas industry along with new
government regulations and tax
considerations to make renting
production and compression
equipment more attractive to
producers i 1987 Such rentals
comprised over 90% of HRM s
revenues n 1986

[PROC0O %5463
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Engineering/Construction Services

Brown & Root restructures business units, % lgﬂjé?ﬁ dcimfscglc pigll;ectts of If3rown
ncluded mnstallation of a
continues to develop new markets paper making machine for Georgia
Pacific work on a mili to make
Revenues of the engineenng/ developing new markets that draw quality papers for Champion
construction group were off € upon our competitive strengths International and refinery
and before special write downs of modernization programs for E¥xon
$194 3 million the operating loss Industnal Engineering/ US A and Amoco Corporation
was 345 0 mullion The write downs Construction Services
were all attnibutable to the manne Revenues from industnal - Y e S oser L 2
business of Brown & Root engmeenng/construction services f0 L YN Tveress s g
were ?% above those of 1985 but )7 lavrz g v 2res Vs
. N - an operating loss of $10 2 rmullion YL 284 7 ™Ma-Tag
- - B was sustained in 1986 versus a P oot
- ;o T T profit of $26 7 million 1n 1985
. T . ‘ This group s results were The year s crowning achievement
e - T hampered by restructuring costs n the nternational area was the
- by the smaller number of large completion on fime and under
projects available and by the budget of a S475 mullion joint
In response to continuing meager margins on profitable jobs venture construction project begun
contrdetion, In 1t§ traditional performed in 1981 for the U S Navy and Arr

markets Brown & Root further
reduced capacity and continued 10
restructure These dchions will allow
Brown & Root to achieve greater
operational effectiveness and
develop Lines of business where 1t
can profitably compete

In early 1986 Brown & Root
reorganmized mto 10 busine s units
The new organization reduces the
company s averhead shortens
reporting hines improves ntern il
communications and makes
Brown & Root more responstve to
chient needs

T Louls Austin Jr president
and chief executive officer of Biown
& Root says thit some competitors
are spending vast sum. of monty to
maintain market share at any cost
In a market that they think will
return to the size of the 70s and
early 80s We question some. of
these expectations Therefore we
have down sized and will continue
to do so 1 those. markets where our
profit objectives cannot be
achieved At the samne time we are

At New Ibena Louisiana the petroleum and chemical division constructed the first
phase of modules for the Endicott Project a Standard Oil Production Company o1l and
gas production complex off the coast of Alaska




Force on the island of Diego Garcia
in the Indian Ocean

Significant international contract
dawards received dunng the year
were for completion of u major
pipeline projert 1n Saud: Arabia
construction of the new U S
Embassy 1n Oman and laying of
flowlines 1n Oman These awards
aqive the international land unit a

Carrying some 2 200 tons of equipment the harge enters the famous Gatun Locks on the

larger backlog for 1987 than 1t had
gomg into 1986

One of Brown & Root s major
customers the U S unlity industry
15 undergoing sigmficant changes
resulting 1n very little demand for
new generating stations Therefore
the compdny 1s pursutng
cogeneration and waste to energy

projects as alternatives to utility

Panama Canal The modules comprise a life support system which will provide power,
water and waste treatment for Endicott personnel Brown & Root will complete the
second and larger phase of the module project in 1987

Only 10 days after leaving New Iberna
under tow the Endicott modules wind
their way through the Panama Canal




capacity additions

Also a jomnt venture 1n which
Brown & Root participates has
developed a complete electnc
power plant based on fluidized bed
boiler technology This coal fired
plant 1s cheaper and faster to build
has environmental advantages and
18 less expetisive, 1o operate than
traditional plants

Industnal services a new unit
orgamzed from three cxisting
groups 1s responding to mcreased
demand for quahty mantenance
services within a wide variety of
industnal facihties The unit 15
diversifying mto non traditional
markets to reduce 1ts sensitivity to
economic downtuns

A technician runs tests at NUS
Corporation s Pittsburgh laboratory
facihities Hazardous waste laboratory
services are a growing part of NUS work
for clients 1n government and industry

B . .

In another move to expand its
scope of operations Brown & Root
1s entenng the government military
base operating and maintenance
business In early 1987 Devonport
Management Lunited a joint
venture in which Brown & Root
(UK)Ltd hasa 29 9% mnterest
recetved a seven year contract in
the UK to act as commercial
manager for the Royal Dochyard at
Devonport

NUS Corporation continues to
denve almost half of its revenues
from 1ts energy services group

e oy T
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which includes services to nuclear
and fossil electrne. power utilities
However some of 1ts bnghtest
prospects for future growth are
focused on the activiies of its
waste management $ervices group
This group directs the companys
hazardous wadste management
services as a contractor tothe U S
government under the much
publicized Superfund program

Training related products and
services continued to gamn n
importance Increasing emphasis 15
being placed by industry on

One of Brown & Root s new businesses is development of energy cogeneration projects
Below Brownbuilders complete a waste to energy plant north of Salt Lake City which
will provide steam for the heating and cooling system at nearby Hill Air Force Base

12




employee trairima thus gre tn
prospects appe  ~scfllent

Marine Engineenng/
Construction Services

Marine engireenng/construction
revenues were 2 below 19€5 and
excluding .pecle  vnte dowrsin
both years ther- as 1 operating
loss of $34 8 Irl. Jn Velsus a 1085 of
$15 1 mihonr 85

The loss for = year wa,
predominantly - ated to ope «tions
in the North Se+ Berause ot rhe
decline in the ¢ ~» of oll actinties

in this area wete substantially
reduced It addition North Sed
operations Jere hampered by
severe weat! or

Brown & Root installed over 250
miles of pipelines in U S waters
a 77% ncrease over 1985 and the
highest total nstalled by the
company since 1979 Inthe U S
Gulf of Merico Brown & Root
accounted 'or over half of the
pipelaying market

In developing a strategy for
offshore operarions much emphast.
was placed on deterrmming markets

Brown & Root 1ns alled over 250 miles of pipehnes in US waters in 1986 a 77% increase
over 1985 and the highest total installed by the company since 1979 In the Guif
of Mexico Brown & Root accounted for over half the pipelaying market

having the potential for long term
profitability and return on
1nvestment

One of those businesses that the
company decided to eliminate was
1ts heavy lft derrick barge
operations d business that requires
Increasingly large amounts of
invested capital Other decisions
were to mothball several fabrication
yards and to put more emphasis on
engineering and pipelaying

In the UK the company 1s
dversifying from 1ts strong base
I marne engineerning and
construction At year end Brown &
Root merqged 1ts project engimneenng
management division with the
design and projects division of
Vickers PLC a major UK
corporation The new company
Brown & Root Vickers Lid
combines strong engineering and
project management capabllities
of Brown & Root with Vickers
technological strengths

Brown & Root has taken steps to
reduce its mnvestment 10 the capital
Intensive segments of its offshore
business At the end of 1986 the
Investment 1N marine operations
was only $313 6 milhon down 43%
from 1985 and down 65% from
1984 These reductions were
accomplished through special
write downs the sale of excess
assets and other restructuring
moves As a result of these actions
Brown & Root s breakeven levels
for the marme segment have been
sigmficantly reduced which
n turn will speed its return to
profitability

LRoo#0/67
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Insurance Services

New products and higher investment income
lead to good year for Insurance Services

Combined premiums for the
Insurance Services group ncreased
29% Net income rosc 12% to $40 4
mullion on the strength of increased
1nvestment income

Highlands Insurance

Highlands provides workers
compensation general hability
auto property manne and surety
bond coverage Highlands also
offers brokerage and claim
adjustment services safety
Inspections and counseling for
self insured customers
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Highlands promuims weie 28%
above those 1n 1985 and net income
increased 22°, Contnibuting to the
higher profit were gains from the
sale of securities

Results also benefited {rom a
strengthening mdustry rate
structure Fkor the first time 1
several years casualty msurers
began to price their products on a
basis that more accurately reflects
their ultimate loss expernence

Highlands deliberately curtailed
1ts growth during the mdustry s
perod of unrealistically low rates
but now finds the current market
one in which it can expand while
maintaining a conservative
underwriting approach

In order to diversify beyond 1ts
traditional markets Highlands
began to provide msurance for

many small to medium sized
commercial customers across a
broad cross section of Amernican
industry

Highiands objective is to
compete 1n markets where it ¢an
offer products and services thdat
are competitive with those of
larger insurers

Life Insurance Company of the
Southwest

Life Insurance Company of the
Southwest s premiums increased
32% but net income decreased
17% The decline in earnings was
primarily due to losses ansing from
the bankruptcy of 1 company that
serviced mortgages for Life of the
Southwest and to higher losses 1n
certain lines of medical incurance

The company continued to adjust
to major changes taking place in
the hfe insurance industry Older
traditional 1msurance products such
as ordinary or whole hife ate being
deemphasived or droppe d 1 favor
of annuities and single premium hfe
plans These mntercst »ensitive
products emphasize return on
Investment rather than traditional
death benefits

Profit margms on these new
praducts are considerably lower
than on traditional life insurance
products This 1s due mainly to the
fact that yields to policyholders
must remain competitive with other
types of investments Life of the
Southwest supports its new
interest sensitive products hy
mnvesting in d portfolio of
ivestment grade honds and higher
yielding commercial adjustable rate
mortgages

This conservative imnvestment
strategy 15 attractive to policy
holders who are concerned with the
quality of investments behind
msurance r oducts and 1t has
enabled Life of the Southwest to be
competitive 1n this market

Health Economics Corporation

Demand 1> growing for the health
care cost contaunment services
provided by Health Economics
Corporation

These ser 1ces include demand
forecasts utilization review claims
managemerr and customized
preferred provider orgamization
development and management

In late 1986 Health Economics
was awarded a three year contract
by the City ot Houston to develop
and operate 3 preferred provider
orgaruzation for 18 000 city
employees

PRooO¥I 65
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Fimancial Review

P o

Selected Financial Data

1986 1985 1084 1983 1982
{In milhions except per share data)
Income (loss) per Jhare before extriordingry items $§ (485 S 27 5 287 5 266 § 434
Net mcome (loss: per share {4 85) {3 12) 287 233 421
Cash dividenas paid per share 120 180 180 1656 160
Net revenues 365094 17787 54457 55222 72573
Income (loss) b=fore extraordindry items (515 2) 287 3796 314 8 5116
Net income (locs) (6162) (339 3) 3296 2758 496 8
Total assets 33280 46620 53523 58338 55815
Long term debt ess current maturities 2411 4477 4802 7302 745 3

Includes special wiite downs of $488 733 000 and $195 008 000 1n 1986 and 1985 respectively (see Note 5 to financial

statements on | age 23)

Management’s Discussion and Analysis of Results of

Operations and Financial Condition

RESULTS OF OPERATIONS

1986 Comparecd to 1985

Special characs severely 1impacted financial results for
both 1986 and 985 (see Notes b and 6 to the financal
statements on prage 23} In the second quarter of 1986
write downs of S488 7 rulhon (net of taxes) were made to
recognize the ,0ss 11 economic value of operating assets

Revenues | 1 <)
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and related 1nvestments In 1985 there were special charges
of $563 0 muhon (net of taxes) made to reflect wnte downs
of $195 0 million 11 manne assets and $368 0 mlhon for
settlement of the South Texas Nuclear Project (STNP)
htigation
The net loss for 1986 was $515 2 milion $4 85 per share
Excluding the special charges the net loss was $26 5 mil
lion or Zb cents per share Income for 1985 without the

Opaerating Income (mill ons)
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special charges was 3223 7 muilon or 32 06 per share

Net revenues for 1986 were 33 5 billion 4 dechne ot 27%
from the previous vear The lower revenues were due to
reduced demand and intense price compeuition in most of
the Company s markets

The operating loss for 1986 was 3594 7 milhion versus
mcome of $89 1 million for 1985 Excluding special write
downs from both ,ears the 1986 operating lo.s wotld have
heen §91 8 million compared with operating income of
$346 9 nulhion 1n 1985

Net interest evpense was 510 6 mulion compared with
net nterest income of $8 9 mullion 1 1985 This $19 5 mul
hon vanance reflects lower 1 1vestable cash balances as a
result of the cash payment 1n settlement of the STNP litiga
tion it year end 1985 as well as lower effective Interest
rates during 1986 Other nonoperating income dechned
57 9 mullion because 1985 included gains from sales of
securnties and real estate

Revenues from o1l lield services and products dechned
39% 1n 1986 tn 31 8 bilhon The operating loss was S355 4
milllon with special wnte downs responsible for most of
the loss Excluding these write downs the operating loss
was 346 8 milhon as compared to operating income of
8335 3 milhon 1n the prior year

Industnal engineenng/constriciion revenues increased
2% to 813 hilhon There was an operating loss of S10 2
mithon compared with income of $26 / mullion 1n 1985 This
groups results were hampered by restructunng costs by
the smaller number of large projects available and by the
meager margins on profitable ,obs

Revenues {rom marine engineenng/construction were
down 32% to S368 9 million The operatirg loss for 1986
ncluding special write downs was $229 1 muilhon Exclud
mg special write downs in both years the operating loss
for the year was 531 8 mullion compared with aloss of S15 1
million 1n 1985 Most of the 1986 loec wis sustained In
North Sea operdtions

Financial results for insurance services improved signifi
cantly in 1986 aided by gains on the sale of secuntics Net
income from these activities was up 17% on a ?9 o InCreqse
In premiums

Net Income m: o
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1985 Compuared to 1984

Two charges severel; mmpacted financial results for
1985 (see Notee 5 and 6 to the mancial statements on
page 23) The charges (after r+¥ benefits) were S1950
million for a wnir down of marine construction
equipment and related investmer s and $368 0 million or
$3 39 per share for the scttlerent of the South Iexas
Nuclear Projuet (STHP) hnigation These two charges
totaling 3563 0 million caused the Company to
have a net los, for the year of 3339 3 milon or S312
per share

Without these. chdrges net income for 1985 would have
totaled $§223 7 million S? 06 per share as compared with
8329 6 mihon or S2 §7 per share for 1984 FExcluding the
5257 8 milhon (before tax henefits) charge against manne
operations operating Income wis down 30% to $346 9 mil
hon Consolidated revenues were $4 8 hillion a dechine of
12% These lower results reflected the dechne in the Com
pany s energy related niarkets 1n the United States and ac
companying pricing pressures

Interest mcome v/as S8 9 million igher than interest
expenst an improvement of S13 3 million from last year
when nterest expense exceeded interest income Other
nonoperating mcome was 520 3 million lower pnmarily be
causc a gain of $20 8 million wnas reahized 1n 1984 from the
early extinguishment ot lony term deht

Revenues from oil tield services and products declined
B% to 32 9 ilion Operating ncome of $335 3 muthon from
these activities was 30% lower [n 1985 the average
number of active dniling rigs i the United States was
down 19% and therc was mtense competition for the re
duced work Because of this resuits from domestic opera
tions trailled comparable 1984 periods throughout the year
International results for 1985 slightly exceeded those of
1984 and for the first time operanng income from mterna
tional ol field wuvities was higher than comparable in
come from domestic operations Foreign exchange losses
were 519 9 mulhon 1n 1985 versus a small gamn 1n the pre
VIOUus year

Industnal engineenng/construction revenues dechned
17% to 313 bilion Operating income was S26 7 miihon

Cash Dividends Paid (m Il ons)
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comparer} to S8 3 mulhon 1 1984 ( ontnbuting to the um
provemr nt. wds 1 reduction mm STNP lLitigation espenses
and the abhser ce uf miscellareous charges macde in the
1984 fourth gquarter

Revenues from marine engineenng/construction ser
vices declined 22 to 8542 3 million F4cluding the mnne
rharge reported above there wds an operating loss of 15 1
mulien for the year versu. operating income of S11 0 mullion
i 1984

Combined net income {rom nsurance servicea fleclined
13 to 346 2 million as increased underwrniting losses more
than offset the modcurate gain (N investment 1ncome

EFFECTS OF INFLATION

With the lessening of the annual inflation rate 1n the last
several years the Company helieves that the impact of
inflation on revenues costs and expenses has been
modest

TAX REFORM ACT OF 1986

The provisions of the Taf Reform Act of 1986 will not
significantly iffect the Company s financial positior hqut
dity or results of opurations 1n 1387 and in future years The
lower corporate tax rates vall generally be offset by the
elimination of mJcstment tax credits and the possible loss

of foreign tax credits

A propost  Statement 1ssued by the Financial Account
mg Standards Board on Accointing for Income Taxes
would recuure that deferred tax hahilities he reduced to
reflect lower t1x rates and that the reduction be restored to
earnings for financial reportiing 1n the year of implementa
tion The effect of the proposed Statement will not be mate
nal to the Company s financial position

LIQUIDITY AND CAPITAL RESOURCES
Cash and marketable secunties totaled S513 4 mithon at

the end of 1986 ds compared to 8622 7 mullion and $10
bilhon at year end 1985 and 1984 respectively Most of the

Capital Expenditures o }
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reduction 1n cash halances was due ro prepayments of
long term debt and the purchase ot treasury sharcs Work
Ing capital totaled 3937 7 mithon as of December 31 1985
as compared to S13 billion and S16 bilhon at the end of
1985 and 1984 respectively The current ratio was 23 21
and 2 3 at the end of 1986 1985 and 1984 respectively

Long term debt was 5245 2 mullion (incruding current
maturities of 54 1 million) at year end representing 10°; of
the Compdny s total capitalization versus 14° at the end of
1986 and 15% at the end of 1984 Farly redemptions of long
termn debt totaled S202 5 mithon in 1986 and $111 8 million
mn 1984 Short term debt was $311 mallion at the end ot
1986 as compared to $139 2 milhon and $50 9 milion at the
end of 1985 and 984 respectively

During the list several years the Company has had ar
rangements for short term hnes of credit As of February
28 1987 these credit lines totaled $420 0 mulhon and no
borrowings were outstanding

Shareholders equity decreased to S2 2 billion at the end
of 1986 from $2 9 hilhion at the end of 1985 and $3 4 hilhion
at the end of 1984 Contnibuting to the dechine were the
special wnte downs of $488 7 mullion i 1986 and $195 0
mulion 1n 1985 the settlement of the South Texas Nuclear
Project htigation in 1985 for 8363 0 mithon and the re
purchase of common stock on the open market for $70 9
mullion 1 1986 and $319 2 million 1n 1984 To censerve cash
the annual dividend rate was reduced 1n the 1986 second
quarter from 81 80 to $1 00 a share Book value per share
was S20 30 $26 30 and $3119 at year end 1986 1985 and
1984 respectively

Fxpenditures for property plant and equipment totaled
$97 5 mulhion 1 1986 $239 1 mullion m 1985 and $262 4
mullion 1n 1984 Depreciation plus net book value of retired
assets was 3300 4 mulion compared to $384 0 mulion n
1985 and $396 2 mullion 11 1984 Funds required to com
plete capital 15sets In progress at year end 1986 plus the
Imtial 1987 approved capital budget totaled S118 7 million

The Company continues to depend principally on inter
nally generated funds as 1ts major source of iquidity Cash
flow from operations 1 1986 was S300 9 million as com
pared to $617 5 rmllion 1 1985 and $712 3 million 1n 1984
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Responsibility for Financial Reporting

Hallhiburton Company has preparcd the accompanying
consolidated financial statements in conformity with gen
erally accepted accounting principles consistently applied
dunng the periods The Company 1s responsible for the
presentation and fairness of financial information contained
therein In prepanng the financial statements 1t 1s neces
sary to make informed estimates and judgments based on
available information

The Company maintains a system of internal accounting
controls which mcludes organizational arrangements that
provide an appropriate division of responsihility The sys
tem 1S designed to provide reasonable assurance that
transactions of the Company are executed n accordance
with mandagement s general or specific authonzations that
the books and tecord. fauly reflect in reasonable detall the
transactions of the Company and that the Company s as
sets are safegudrded The system is reviewed reqularly to
ensure 1ts effectiveness and is supported by wntten pol
1ctes and procedures an internal audit monitonng pro
gram and the careful selection and tramming of personnet

£,
Ry ekl i A |

The consolidated financial statements have been exam
ined by Arthur Andersen & Co independent public ac
countants The purpose of their examination 1s to render an
objective independent opmion on the Company s financial
statements

The Audit Commuttee of the board of directors 1s com
posed solely of directors who are not officers or employees
of the Company This Committee reviews among other
matters the financial statements of the Company the re
sults of audit examinations the Company s financial pol
icies and ternal and external audit plans Meetings are
heid with the Company s independent public accountants
representatives of management and the internal auditors to
review the activities of each Both the independent public
accountants and the mnternal auditors have full and free
access to meet with the Audit Committee without man
agement representatives present to discuss matters relat
Ing to the adequacy of internal accounting controls and the
results of their audit examinations The Committee also
reviews nonaudit services of the Company s independent
public accountants to ensure that such services do not
impatrr their independence

BRIV LT
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Financial Statements )

S -
2SN R S A P NN 2 < B2 R S RV

Consolidated Income

1986

P T oo

1985

1984

Net Revenues

{In thou.and. ercept per share data)

Services $2 7560 155 53 465 192 8399/ 748
Sales 776 822 1316 198 1429 945
Equity in income losses) of joint venture operations (17 538) (7 695) 18 026
Total net revenues 3509 439 4778 695 5445 719
Operating Costs and Expenses
Services 2736 989 3161 931 3 652 561
Sales 677 500 1063 346 1 067 660
Special write downs (Note 5) 502 915 257 830 —
General 1ind admnistrative 186 727 206 515 227 608
Total operating costs and expenses 4104 131 4 689 622 4947 829
Operating income {loss) (594 692) 89 073 497 890
Interest expense (77 103) {105 876) (138 047)
Interest income 66 551 114 731 133 6562
Other nonoperatiny income net 8 877 16 805 37 066
Benefit (provision) fot mcome tdxe. (Noteo b and 11) 37 442 {113 834) (240 004)
Net income of unconsolidated 1nsurance subsidianes (Note 13) 40 398 36 152 41 585
Minonty mterest in net (income) los.s of consolidated subsidianes 3313 (8 315) (2 547)
Income (Loss) Before Extraordinary Item (515 214) 28 736 329 595
Extraordinary item net of income taxes (Note 6) —_ {368 012) —
Net Income (Loss) $ (515214) S$(339276) § 329595
Income (Loss) Per Share Before Extraordinary Item $ (485) S 27§ 287
Net Income (Loss) Per Share (4 85) (3 12) 287
Average Common Shares Outstanding 106 121 108 647 114 855
Consolidated Retained Earnings 1986 1985 1984
(In thousands)
Balance beginning of year $2764 705  S3'99542  $3 176478
Add Net income tuss) _ (515 214) (339276) 329595
2 249 491 2 960 266 3 506 023
Deduct Cash dividends paid (81 20 81 80 and 81 80 1 share
respectively) 127 434 195 561 206 481
Balance end of year $2 122 057 S2 764 705 $3 299 542
See statement of accounting policies and notes to financial ctatements
-, BAoxow/ 723
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Consolidated Balance Sheet December 31

1986

1985

Assets

Current Assets
("ash
Marketable securities
Notes at d aceounts receivable (Note 1)
Unbilled otk on unicompleted contract. (Note 1)
Refundabic Federal income raxcs (Note 11)
Inventonies Jotee 3 and by

Total ¢ rant asotts
Advances to and Recelvables from Joint Ventures

Equity 1n and Advances to Related Companies Notes 2 and 13)
Insurance subsydiarnes
Other compBanies

Total Loty 1n and advances to related companies

Property Plant and Equipment at cost (Notes 4 and b)
Less accy ™ lated depreciation

Net prorerty plant and equipment

Other Assets

Liabilities and Shareholders Equity

Current Liabilities
Accounts 1 vabie
Advance . ungs on uncompleted contracte
Short terr otes paydhle and current maturities of lon¢ term debt (Note /)
Contrihut ¢ s payable to employces benefit funds (Note 18)
Federal rare and foreign income taxes (Note 11
Other curr rt habilities

Total current hiabmities
Deferred Income Taxes {(Notc. 11 and 13)
Long term Debt less current matunities (Note 7)
Minorty Interest in Consolidated Subsidiaries

Commitments and Contingencies (Note 17)

Shareholders Equity
Preferred stock no par value — authorized 5 000 000 shares none issued

Senes A ,amior particlpating preferred stock no par value —- authorized 2 000 000

shares rone 1ssued (Note 10)

Common stock par value $2 50 per share  authorized 200 000 000 shares
1ssued 119 051 /00 and 118 868 701 shares respecuvely {(Note 9)

Paid 1n capital i excess of par value

Retained earnings

Less treasury stock — 13 141 420 and 10 219 198 sharcs respectively dt cost

Total shareholders emquty

In thousands)

$ 444 967 S 516 309
68 427 106 423
735950 1009725
61475 63 281

104 565 234 004
265118 473 540

1 680 502 2 403 282
185 892 144 366
295 280 278 314
61181 146 103
356 461 424 417

3 307 635 3882 303
2281873 2310523
1025762 1571780
79 411 118 118

$3 328 028 54 661 963
$ 192139 8§ 764 571
108 385 83915

356 298 168 974
1925 39118

75 554 162 873
329 515 435 343
742816 1144 7%
_ 182654 197 460
241075 44/ 852
11311 14 203

297 629 297 172
127 329 121 447
2122057 2764705
2547 015 3183324
396 843 325 470
2150172 2 857 854
$3328028 34661963

See statement of accounting policies and notes to financial statements
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Consolidated Changes in Financial Position 1986 1985 1984

(11 housards)

Funds Provided by Operations

Income (loss) Letore estraordinary items $(515214) S 28736  $329595
Depreciation 280 734 347 /68 368 605
Special write domns (Note o) 488 733 195 008 —
Deferred mcome tases (Notes 11 and 13) 24 501 19 527 {13 905)
Equity in (e a1ings) losses of joint ventures and related companies
less distnbutions {(1992) {26 653) (11 615)
Other non cas! items 24 140 58 141 39 667
Total funds provided by vperations 300 902 617 527 _ 712 347
Funds Used for Operations
Acguisitions of property plant and equip nent 97 477 239 062 262 448
Net property plant and equipment of husinesses acgutred — 43 590 8 553
Advances to (from) joint ventures and refated companies {30 976) (29 264) (26 049)
Changes 1n
Recewvables ind unbilled work (275 581) (214 857 (81 089)
Inventories (100 856) (23 003) {34 321)
Accounte payable and accrued habilines 343 787 126 836 56 000
Other net 26 574 49 929 {26 236
Total funds used for operations 60 425 192 293 159 306
Funds Used for (Provided by) Extraordinary Items
Extraordinary loss —_ 368 012 —
Changes 1n accounte payable 1nd accrued habihities 10 126 5228 17 067
Refundable Federal income taxes (Note ' 1 (198 800) 234 004 --
Other ner = 812 —
Total funds used for (provided hy) extriordinary 1 em. {188 774) 608 056 17 067
Funds Used for Cash Dividends to Shareholders 127 434 195 661 206 481

Funds Provided by (Used for) Financing Transactions
Changes 111 long term debt including current maturities

Additions 99 243 1818
Reductio 1s (232 308) {133 785) {129 804)
Additions {1eductions) in shott term debr net (108 044) 88 345 (76 296!
Purchase of common stoch net (70 902) {317) (319 165)
Total funrs ) rovided by {used for) fins cing 1 msactions (411 155) (45 514y (623 137
(Decrease) in Cash and Marketable Secunties $(109338) S(423897)  S(193 949

See statement of accounting policies and notes to financial statements
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Changes 1n Capital Stock and Paid-1n Capital

Paid 1n
Tapital in
Common Stor _ Fycess of Treasury Stock
Shares Arre Par Value Shares Amount
. 1.0 thousands)

Balance December 31 1983 118530274 S24% v $103 853 182766 S 5080
Shares 1ssued under restricted stock plan (Note 9) 158 315 3 8751 — —
Purchase of common stock — e _ 10010100 _ 319 596

Balance December 31 1984 118 688 589 1 112604 10 192 866 324 676
Shares 1ssued under restricted stock plin (Note 9) 180 112 4y 8 843 — —
Purchase of common stock — — 26 332 794

Balance December 31 1985 118868 701 297172 121447 10219198 325470
Shares 1ssued under restrnicted stock plan {Note 9) 182 999 457 5 882 — —_—
Purchase of common stock {Note 9) — — — 2922 222 71 373

Balance December 31 1986 119 051 700 $297629 $127329 13141420 $396 843

See statement of accounting policies and notes to financiil statements

Statement of Accounting Policies

Principles of Consolidation The consolidated financial
statements include the accounts of the Company and all
subsidianes except insurance subsidiaries All sigruficant
Intercompany accounts and transactions are ehminated
Insurance subsidianes and 20 50% owned companes are
reported on the equity basis

Marketable Securnities Equity securities are valued at
cost which approximates market value Non equity secun
ties consisting pnmardy of U S governinent obhgation.
corporate short term notes and tax exempt securiflies are
valued at cost plus accrued interest which approximates
market value

Inventory Valuation Inventories are stated at cost which
1s not in excess of market Cost represents involce or pro

duction cost for new items and onginal cost less allowance
for condition for used maternal 1eturned to stock Produc

tion cost includes material labor and manufacturing over

head Substantially all sales items (including related work
in process and raw matenals) except those owned by the
Company s foreign subsidiaries are valued on a last in

first out (LIFO) basis Inventories of sales items owned by
foreign subsidiaries and nventories of operating supplies
and parts are generally valued at average cost

3

Depreciation and Maintenance Fixed assets are de

preclated over the ¢ stimated service hves of the respective
classes of assel. The straight line method 1s used for ap

proximately 90% of the assets while a dechning balance
method 15 used for approximately 10 Actual or estimated
expenditures for maimntenance and repans are charged cur

rently to cost. and (xpenses expenditures for renewals
and betterments e generally capitahzed Accumulated
depreciation for property retired or otherwise disposed of 1s
removed from the 1ccumulated depreciation account with
any gain or loss ticluded 1n income

Deferred Income Taxes and Tax Credits Deferred 1n
come taxes dare provided on timing differences between
financial and tax teporting Tax credits are included as
reductions of culrent income tax expense

Construction Contracts As construction cortracts may
extend over a period of years the Company reports income
from such contr wis on a percentage of completion method
of accounting All known or anticipated losses on con

struction contricts are provided for currently Claims for
additional compensation are recognized durnng the period
such claims are tesolved

Income (Loss) Per Share Income (loss) per share
amounts are based upon the weighted average number of
common shares cutstanding durng each year

SLBROOOO¥6 /76
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Notes to Financial Statements

1 I ninneenng/Construction Contracts Notes and ac
count recewable at Decembher 31 1986 include $22 611 000
(819 69 000 at December 31 1985) not currently collectible
from « ustomers 1 accordance with applicable retainage
provi 1ons of engincerning/construction contracts Of the
Deccmber 31 1986 amount about $18 930 000 15 expected
to I collected dunng 1987 and the remainder 1s due in
stibs quent years
Unbilled work on uncompleted contracts generally rep

rest nts work currently hillable and such work 15 usaally
pilled dunng normal bithng processc. 1 the next month

2 Related Companies Undistributed earnings of uncon
solidated subsidianes and 20 50% owned companies n
cluded m consohdated retained earnings at December 31
1986 1985 and 1984 were as follows

1986 1985 484
{In thousand )
Unconsobdated  ahsidiaries $238 543 5222 054 $2n2 820
20 50 owned compdnie 32623 44 150 +8 498

Undistiibuted earnings ot S2/ 936 000 were restricted as
to payment of dividends from unconsohdated subsidianes
at December 31 1986

Purchases from unconsolidated companies 50% or more
owned were approximately $h9 060 000 341 269 000 and
543 947 000 duning the years 1986 1985 and 1984
respectively Included in such purchases are payments of
premiums for employees group Insurance a porton of
which was deducted from cmployees wage payments

3 Inventories Consohdatad inventornes at Decembeor 31
1986 and 1985 consisted of rhe following

1986 1985
{In thousar3 )
Sales items $ 94667 513392
Supplies and part 106 839 411334
Wurk 111 proce 30 346 0227
Raw matettal 33 266 o8 bR/
Total $265 118 73 540

Substantially all sales tenis (ncluding related work in
process and raw matenals: except those owned by the
Company s foreign subsidr 1105 are valued using the last
in fust out (I [FO) method If the average cost method had
been mm use for inventuries on the LIFO basis total
inventories would have been about 549 147 000 and
$69 888 000 hugher than repurted at Decetnber 31 1986 and
1985 respectively

4 Property Plant and Equipment Major classes ot hixed
assets at December 31 1980 und 1985 were as follows

1986 LI
Un thou and
Land $ 53627 S 4072
Buildings 3724898 116 855
Machmcry and e npment 2589185 5 U083 bbb
Other 292 325 327 820
Tut $3 307 635 5 shl 304
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Contractual obligations for construction and purchase of
facilities and equipment at December 31 1986 amounted to
appro£imately $53 000 000

5 Special Write downs Amounts reported for 1986
nclude wiite downs of 8502 915 000 made 1n the second
quarter to recognize the substantial erosion in the
economic value of operating assets and related
1nvestments whch occurred in both the ol field services
and products and the marine engineering/construction
services segments Because of the sudden and steep drop
In the price of oil early 1n the year markets for the
Company s services and products shrank significantly This
sharp and enormous decline in demand resulted 1n large
amounts of equipment and mventory becoming surplus to
current and antcipated needs The wnte downs for 1986
may be summarized as follows
Property
Plant and
Inventonies Equipment Other

{In thousands)

Total

Q1 field services
and product

Marine engineenneg/
construction  ervice

Total

§ 99142 3185774 823716 $308632

54 602 194 283
§78 318  §502 915

8424 131257
$107 566 $317 031

Tax benefits relating to these write downs increased the
1988 benefit for income taxes $14 182 000 This amount 1s
after a reduction of $35 628 000 for the reversal of benefits
relating to foreign tax credits recognized for the South
Texas Nuclear Project hitigation settlement in 1985 as the
realization of such benefits appears doubtful

Amounts reported for 1985 include a marine charge of
$257 830 000 This charge was made to recognize a
signtficant reduction 1n the economic value of offshore
equipment and other marine investments Tax benefits
relating to this charge reduced the 1985 provision for
mncome taxes $62 822 000

6 Extraordinary Item In December 1985 the Company
and 1ts wholly owned subsidiary Brown & Root Inc

reached final settlements relating to litigation with four
owners of the South Texas Nuclear Project (STNP) The
amount paid by Brown & Root was $578 180 000 In 1985
the Company provided for this payment and other related
expenses of the STNP hitigation through 4 special charge
against income of $607 429 000 (5368 012 000 net of related
tax benefits of 8239 417 000} The htigition related to a
contract under which Brown & Root was designing
engineerng and constructing a two unit nuclear fueled
generation plant in Matagorda County Texas
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7 Long Term Debt Long term debt ot December 31 1986
and 1985 consisted of the following

1986 1985
{1 theusands)
. i berture fue rel 200 !
annut kg fund 10 Huert
S1330J000 conun e 1 199¢ $133 000 $133 000
925 deventre o~ 11 000 1
mnt A ke fute b fment 1
B G00in 1497 1 10€00
th realtet 88 775 ol /7
6 nresdun Uctomry 388 — 150 000
18 1ot drespreme o 198 /b 000
/¥ dehenture due De ember 1 %% nth
annual inking fund inctliments 1 $892 000
in 1390 and 82 500 030 t} creaft 1 13392 15 842
Other 1 otes with varyirg ntere frit __1o061 14 47
245 228 477 437
Less current matartie s 4153 2078,
fotal $241 075 S147 6>

The maturifies of long tern debt outstanding at
December 31 1986 for the fi e ‘ears commencing January
1 1987 are as follows 1987 S4 153 000 1988 S13w9 000
1989 S214 000 19490 S1106 000 and 1991 S6 531000

8 Lines of Credit The Company has arrangements with
several U S banks to provide short term lines of credit to
talimg 8420 000 000 No bhor ovnnys were outstanding at
December 31 1986 under anv of these credit facilities

9 Common Stock Under the terms of the Companys
career executive 1mcentive stock plan b 000 000 shares of
the Companys common stock * ere reserved for sale to
officers and key employees at a purchaSe price not to ex

ceed par value of S2 50 pet share Shares sold under this
pldn dre restricted as to sale or disposition by the employee
with such restrictions lapsing penodically over an ex

tended period of ime At Decembur 31 1986 previously
unissued share  of 1500821 met of 664 262 shares for

feited) have been 1ssued under the plan The fair market
value of the stock on date ot 1ssuance 10 excess of sales
price 1s being amortized and chiatged to income {(with sim

ilar credits to paid 1n capital 10 excess of pdr value) gen

erally over the average pencd durning which the restnctions
lapse At December 31 1306 the unamortiZzed exces

amounted to 835 714 000 Net U S income tas benefits not
affecting income shich relate to outstanding restricted
shares have been credited 10 paud in capitdal m excess of
par value Common stock rese ved at December 31 1986 for
future 1ssuance under the ( yMy 40y s career executive 1

centive stock plan totaled 449 106 .hares At December 31
1986 the Company was authonzed to purchdase tup to
7 097 496 common shares pursuant to a stock repurchase
program announced November 71 1985

10 Senes A Junmor Participating Preferred Stock On
May 20 1986 the Company declared a dividend of one
preferred stock purchase nght {a Right ) on each out
standing share of common stock par value $2 50 per share
(the Common Shares ) Under certain clrcumstances
each Right will entitle the holder thereof to buy one one
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hundredth of a share of a newly created Series A Junior
Participating Preferred Stock without par salue (the Pre
ferred Shares } of the Company at an exercise price of
8/0 00 subject to ndjustment The Rights will not be exer
cisable or transterable apart from the Common Shares un
td the earher to occur of (1) 10 days following a public an
nouncement that 4 person or group has acquired 20% or
more of the Common Shares or (1) 10 days following the
announcement by a person or group of an intention to
make an offer for 30% or more of the Common Shares The
Rights will not have any voting rights or be cntitled
to dividends

If after the Rights become exercisable the Company is a
party to a merger or other business combination transac
tion each Right will entitle 1ts holder to purchase at the
exercise price of the Right that number of shares of com
mon stock of the acquinng company which at the time of
such transaction would have a market value of two times
the exercise price of the Right Alternatively 1if a 20% or
more holder were to acquire the Company by means of a
reverse merger in which the Company and 1ts stock sur
vive oI were to engage in certain sclf dealing transac
tions each Right not owned by the 20 or more holder
would hecome exercisable for the number of Common
Shares which at that time would have a market value of
two times the exercise pnce of the Right

The Rights are redeemable at § 05 per Right at any time
prior to the time that a person or group acquires heneficial
ownership of 20% or more of the Common Shares The
Rights will also be redeemable at such redemption pnice at
the option of the Companys board of directors if the
ownership percentages of such person or group should
drop helow 10% 1n a transaction or series of transactions
not involving the Company The Rights will expire on June
1 1996
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11 Income Taxes The provision (benefit) for income taxes
for 1986 1985 and 1984 are summarized as follows

Current iIncome 1ixes
Fedceral t1xes
Foreign taxe
State taxes
Total
Deferted income taxes
Federal taxes
Foreign and tate tages
Totnl
lotal provision tbenefit) for INCOME ray¥es

The provision (beneflt) fnr deferred taxes which result
from timing differences between financial and tax
reporting are summarized as {ollows

[ndr mhuted earring of forA1r st Fadianes and a domesuc niernational sales corporation S

Actrual for pot nt + aabthty forpr 1 oear Federal income taxes
Bencht for 1c crual  finterest rel ting 13 pnior years Federal income taxes
Uncompleted enytr «ernmag/cor trac 1o contract

Cpecril wiite dov s

Exces of tax ovel Look depreciatio

Other items nct

Total deferred s provy 1on 1l cne

The domestic and foreign components of income (loss)
before. income taxes 1ncome of unconsolidated insurance
subsidianes minority mnterest and extraordinary item were
as follows

Domic stic
Foreign

Total

Reconciliations between actual provision (benefit) for
income taxes and mcome taxes computed by applying the
US statutory rate to imcome (loss) before meome tares
1ncome of unconsolidated insurance suhsidianies minonty
1nterest and extraordinary item were as follows

Provision (henelit «nmputed ar 130 tory rite
Increases (redueh nshin taye -sUlt 1) ftom
Tax credits
Special wnte ¢ vns
Accrual for potc t1al habilit i0or £ 101 ye3r  COML 11XES
Recoupment cf tu eg previously provided for domesiic mternational
sile corporition
Nontaxable inte1est income
Tax differentials »n foreign carr ina
Other items net

Total

Undistributed earnings of consohidated foreign subsidi
aries amounted to approximately $664 000 000 at
December 31 1986 Defctred ncome taxes using the US
statutory rate (net of available foreign tax credits) have
been provided on substantially all such carnings

1986 ) 1984
{nr nds)
S (87830) S 92 S 74295
39 894 17 147592
(7 790) 38 9 680
(65 726) .~ 05 226 567
23730 . 03y 16826
(5 446) £8) (3 389)
18 284 71 13437
S (37 442) §1 34 $240 004
1986 ! 1984
{In the ands)
6288 S  274) $(31554)
— — 17 055
{5 946) 82) (6 820)
{11 516) 43) 12504
(3 940} 42)
15 372 -~ 322 17 224
18 026 K} 5028
S 18284 S¢ 2371) § 13437
1986 5 1984
(In tl ands)
S(479716) S 1o/ $389 179
1116 651) B8 141382
S(596 367) S1 733 $530 561
1986 19 1984
% of of U of
Pretax rax Pretax
Amount Income Amount me A nt  Income
(Dollarsint* and )
$(274329) (460)% S w2777 00 S.+ 058 46 0
(8 421) (14) 1% 805) 18) a77) 24)
217 159 364 55780 b
—_— —_ ~ )55 32
— — 5.28) 14
(14) — (7745 uvl) 01 a7
32 415 54 28 016 14 " n37 33
{4 g§g) {(7) 811 7 L 070 12
$ (37 442) (6 3)/ 8113434 9 2 S U4 4520

Refundable income taxes of £104 So5 000 and
$234 004 000 reflected 1n the balance sheet at December
31 1986 and 1985 respectively 1are attributable to losses
incurred 1n 1986 and the final settlement of the South Texas
Nuclear Project litigation (see Note 6 on page 23)
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12 Quarterly Financial Information (Unaudited) Sum

manzed quarterly inancial informaton f{or 1986 and 1985 1s

as [olows

1986

Forr v
Optratl § Hu |
Netinrome ' )
Netmeosme e}

Cashodinaderd §ondyg ale

gt

Net revenues
Opernnng meome e s
It come {1y s) hefore € 1 4 dmary e
Metineome tlos )
Ineame fosss porsn s
Nerircome e LI
Cashidividend jadyrr

{t 1o prtraordir ary item

e

Include. pearad nte 1or 18302491 000 and 325/ 230000 1

13 Insurance Subsidianes

COMBINED FINANC «7 FOSITIO!

Assets
Inve tnensmfs 1~ 1

ty secutttt s atcost (mrh toaluc € 047

_ twst o Seeond
(hth v and
$1004917 S 854904
20 656 {571 724)
11233 (524 638)
1 (4 94)
45 25
$1174 247 S121645 3
88 681 (1o3 %
Wt 0 1140 4t
56 360 (47477
t9 (1
52 13
40 4

Peord 18y e poetnely ( ce Note b npage o4

In o tmentsinegit © nnes tmarket value (co t 13 200 1 ~1, 460 000 e pectively)
Canaulshorttn r srment
Aurtage e ns 1 Al
Foloe deans
O
Tetalus ¢ 5
Liabilities and Equity
Pe pe torlse 10 0 edm UM ITOXpEnD b
Uit atned pr mim
Fund held andert e nrocs
Othet
Halliburion Compit g o adjdsted (37 net unethzed ann (o~ 0010

1986 and S2 085003 1 1345 onn cstment 1N equity secuntl s

Total habthtr Wt gnty

COMBINED OPERAT ' ¢ RESULT

Net rarned premium
{Underwriting expt nst s

v 1ageney meome

Underanning o

Investment tncome 1¢t 1 estment xpen e dod nck ing e od Tuns

Income before incorie t ey
Benefit (provi 1on) tor in me taxc

Net mncome
Parent company bened t (provs jon) for dule rred imcome s
Farent company imortt non of goody 1l

Netineeme 1 repert d mcon ohdatian

The insurance subsidianes consist of Highlinds
Insurance Company and 1ls subsidiary companies and
Highlands Overseas Limited Highlands Lloyds Highlinds

on up listiibuted foreign sub diry carning

Limited Underwnters Special Risks Inc and its subsidiary

\

N00 and 3443 442 000 respectt

L+

N & N
=t v odity
S 841362 S 808256
(27 585) {16 039)
(7 186) 5377
(07) 05
25 25
200 o 200 )
r2 767 101 s2F
7373 4 64
h2 373 16 764
£7 2
57 16
4% 4y
1986 1985

In thousards

) S 780107 S 44033
4 376 18 076
96 098 225 720
79 565 +7 200
53 904 t6od/
162 952 14 370
S1167 002 S1 01466
S 671908 3 541 163
55410 R0 389
29 844 42 312
114 546 104 223
295 294 720 399
$1167 002 $1018 486

1986 1985 1904

' thou and )

381431 94 684 S210 227
421776 131772 233 662
{40 345) 10 088) 123 435)
85 182 68 814 429
44 837 18 77¢ 46 7nq
__4798) 138 _ 210
40 042 36 084 42 038
384 X 4 6;
(28) {74 28)
$ 40398 5 36 162 S 41585

companics and Southern California Bonding Service Inc
Life Insurance Company of the douthwest and Health
Economics Corparation and 1ts subsidiiry company
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14 Business Segmet
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Ol field ser e
includes specir] wi
engineering/constrie
include special w
3257 830 000 respe

The Company s e
ture operations 1s 1k
income of each appl

General corporat
314 976 000 for 1985

torm~

131d

du

mns

LIt
INT
Le

incer
n I
i

sC
390

!

Lcover lor a lescnp

peratng loss m 1986
308 637 000 Mannc
)5505 111 1986 and 1985
18191 ’P3 000 and
hon page 23)

Jf losses of jomnt ven

/enues and operating

$16 273 000 for 1986
o 1984 were located

iR Cprrotd 1
1986 112 131 1986 T
i thou nd s
31797725 523 <416 339 8(355394) 53 33 S/
1342840 1 11 1971 92 (10 181) . Tl 3299
368 874 ol t1ud (229 117) 2 11043

83609439 ~1//°

75415719 $(594 692) > 7073 S197840

J otk
1986 IBd 1941
i1 rhous s
$1789845 57 34 4+~ 52640031
343 653 379 39 )
313647 4) 878 ubi
880 88} 1198 1428251

$3328028 St S 32/ 302

Captdd Teper D fnn
1986 1 1981 1986 REX: 1934
tin thousap i
§ 81112 5 114> > 133302 $235719 3. 1078 8279512
12 523 KU VRN 19 421 21 112 23 U2
3 842 t 102761 25594 w0578 55 461

§ 97477 S 730u > b2 1y 8 280734 S 342708 S368 605

Not Revet o Orer it ng Inrome tLoss)
1986 1985 1.81 1986 1985 et
finthy a1
§2464438 »3378 2 3357719 S{475756) 3 303uh S313 01
378 239 177 43277 {86 193) JYndty 80837
666 762 P77 038R (32743) 113333 73 b2

$3509439 S1778 > 14»/13 $(584 692) S 5J0/3 $497890

Ttnufiidl ~ v
1986 R 1 a4
i thwm
81610457 ~ M/ 2?7385 11
237 068 7 217 %h1
599 620 13 10 114)
880883 1198 . URPLYAR

$3 378028 a»lublv oh 240

to hurine - cgmeiite Gener il corporate assets (ncluding
8165 326 000 located outside the United States dt
December 31 1986} are priine 1ipally cash  refundable, Federal
meonie tixXes d cquity 1 oand advances to unconsoll
dated companies

Segment information reliting to salec or transfers be
tweel busiligas segments Intercompany sales or transfers
hetween geographic areas equily 1n net tncome and 1n net
1u.tts Of unconsoldated companies whose operations are
vertically integrated export sales to unaffihated com
panies and information ahout major customers are not re
flected horein becatise such itemns are immaterial
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15 Foreign Currency Translation The Company consid
ers that current operations of its foreign branches ind sub
sichanes are generally an extension of domestic aclivities
thus the functional currency of its foreign operations 1s the
U S dollar Since the [unctional currency of foreign opera
tions 1s the same as the reporting currency tran.lation ad
Justments and transdction gains or losses are recognized 1n
consolidated mcome 1n the year of occurrence

Exchange gains {los.es) recorded 1n 1986 1985 and
1984 were S4 514 000 S(19 530 000) and S{1 515 000)

respectively

16 Research and Development Rescarch and develop
ment expenses are charged to 1ncome as mncurred Such
charges were 366 662 000 1n 1986 57/ 310 000 i1 1985 and
§75 097 000 in 1984

17 Lease Information At December 31 1986 the Com
pany was obligated under noncancelable operating leases
expirng on vanous dates to 2040 prnncipally for the use of
land offices and field facilities Aggregate rentals charged
to operations for such leases totaled 835 161 000 i 1986
$36 432 000 n 1985 and $30 806 000 1n 1984 Future aggre
gdte minimum rentals on noncancclable operating leases
are as follows 1987 $29 (079 000 1988 $21858 000 1989
816 170 000 1990 $12 316 000 1991 810 /790 000 and
thereafter 873 445 000

18 Retwrement Plans The Company has vanous retire
ment plans which cover a significant number of its em
ployees Contnbutions to the major plans are based upon
current years net mcome with such contnbutions being
paid annually mto employee benefit trust funds Other plans
include pension plans which are being funded to operate
on an actuarially sound basis The related fund 1ssets and
balance sheet accruals at Decembet 31 1986 approximated
the aggregate value of actuanally computed vested bene
fits and past service benefits not vested Company contrl
butions to such plans totaled S8 462 000 $62 440 000 and
383 262 000 1n 1986 1985 and 1984 respectively

19 Reclassifications Certain reclassifications have been
made to previously reported amounts to conform such
amounts to the 1986 financial statement piesentation

BRI | Fo
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Auditors’' Report

To the Shareholders and Board of Directors
Hallhiburton Company

We have examined the consohdated balance sheet of
Halliburton Comrpany (a Delaw e, corporation) and sub
sidinry companies q$ of December 31 1986 and 1985 and
the 1elated consondated statements of income retained
earnings changes in financial position and changes in
capital stock and pald n capital for cach of the three
vears 1 the pcnod ended December 31 1986 Our cyam
inations were made 1n accordance with generally ac
cepted auditing standdrds and accordingly inciuded such
tests of the accounting records and such other auditing
procedures as we considered necessary in the
clircumstances

In our opinton the consohdated financial statements
referred to above present fairly the iinancial position of
Halhburton Company and subsidiary companies as of
December 31 1986 and 1985 and the resuilts of thoir
operations and rhe changes n their financial position for
gach of the three yedrs in the period ended December 31
1986 1n conformity with generally accepted accounting
principles applied on o consistent hasis

ARTHUR ANDERSEN & CO

Dallas Texas
February 6 1987
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Tbn Year Financial Record N
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1986 1985 1984
Operating Results
Net revenues

Ol field services $1 025 585 S 1612584 S 1815983
Oil field products 772 140 1312490 1 360 356

Total o1l field services and products 1797 725 2925074 3176 339
Industrial enqierning/construction Services 1342 840 1311 357 1574 292
Marine engineenng/construction services 368 874 h42 264 695 088

Total Net Revenues 3509439 4778 695 5445 719
Operating income {10s°)

O1l field services and products (355 394)* 335335 478 558
Industrial engineernng/construction seIvices (10 181) 26717 8 299
Marne engineering/Lonstruction services (229 117) (272 974) 11033

Total Operating Income (Loss) (594 692) 89 073 497 890
Nonoperating income (expense) net (1675) 25 660 32671
Benefit (provision) for inconie taxes 37 442 (113 834) (240 004)
Net income of unconsolidated insurance subsidiaries 40 398 36 152 41585
Minonty interest 1n net {income) loss of consohidated subsidiaries 3313 {8 315) (2 547)

Income {Loss) Before Extraordinary Items (515 214) 28 736 329 595
Extraordinary items net of Income taxes —_— {368 012) —

Net Income (Loss) (515 214) (339 276) 329 595
Percent of net income (lose) to revenues (14 7)% 71) 6 1%
Income (lose) per share be fore extraordinary items adjusted for

stoch sphts (4 85) 27 287

Net income (loss per shate adjusted for stock splhits (4 85) (312) 287

Cnsh dividends § w1 share adju.ted for tock sphits 120 180 1 80

Percent of net income (losst 1o average cquity of shareholders (21 0)% {10 9) 9 3%
Financial Position

Current assers $1 680 502 S 2403282 S 2831035

Current habilities 742 816 1144794 1256 223

Working Capital 937 686 1 258 488 15674 812
Property plant and equipment net 1025 762 15671780 1 860 669
Other assete less other habilities 427 799 475 238 428 865

Net Assets 2 391 247 3 305 506 3864 346
Long term debt 241 075 447 657 480 155

Shareholders Equity 2150172 2 857 854 3384 191
Book value per share adjusted for stock split, 20 30 26 30 3119
Average common shares outstanding adusted for stock splits 106 121 108 617 114 855

Other Financial Data o i
Long term borrowings net of reductions $ (206 577) S (325703 S {250 089)
Issuance (purchase) of common stock net {70 902) (317 (319 155)
Acquisitions of property plant and equipment 97477 239 062 262 448
Net property plant and equipment of businesses acquired — 43 590 B8 553
Depreciation and net book value of fixed asstt, retired 300 418 384 027 396 214
Payroll and employee benetits 1762 841 2 175 547 2318 018
Number of emplovees 46 909 64 955 67 540
Oif field services and products operaung los. 1 1986 mcludes special write downs of $308 632 000 Marine
enqineering/construc ion operatng losses i 1986 and 1985 mclude special write downs of $194 283 000 and
5257 830 000 respectively (see Note 5 to financial statements on page 23)
AT A RoOCoYD/ 8Y
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1983 1982 1981 1980 1979 1978 1977
(In thousands except per share ddta and number of employees)
$ 1576 171 S 2075085 $§ 2115320 8 1589 871 S 1101710 § 888987 S 720337
1291 396 1770 991 1954729 1485 596 1072933 852 324 682 491
2 867 567 38460/6 4070049 3 075 467 2174 643 1741 311 1402 828
1 824 806 2 274 042 2 892 530 2 701 265 2 900 481 2472112 1958 637
829 804 1137173 1 545 Hh4 1313275 1101 500 1037 370 1019 660
5522178 7 257 291 8 508 133 7 090 007 6176 624 5250 793 4411125
402 001 786 544 997 099 710 239 428 360 385 888 328 251
42 205 3b 357 60 316 48 167 76 293 112772 71 180
56 800 34 576 123 415 95 434 90 919 160 781 217 517
501 006 856 477 1180 830 853 840 595 572 659 441 617 948
{5 530) (53 338) {69 215) (31 551) 16 651 25845 11 061
(220 446) {325 333) (465 548) (347 824) (256 543) (306 295) (287 366)
43 887 39 287 33 506 26 285 22 359 19 171 15178
{(4079) (6 445) (5 305) {652) (640) {1124) (1715)
314 838 511 648 674 268 500 298 377 399 397 038 355 106
(39 023) (14 803) — - — — —
275 815 496 845 674 268 500 298 377 399 397 038 355 106
5 0% 68 7 9% 7 1% 6 1% 7 6% 81%
266 434 572 425 321 338 303
233 421 572 425 321 338 303
165 160 130 105 92 75 55
7 8% 14 9% 23 4% 20 6% 17 9% 22 0% 236%
S 3140 389 S 2828 119 B 2890713 S 2490 409 $ 2067 324 $ 1804447 8 1791905
1283483 1124 295 1491 580 1 350 001 1163 118 864 070 842 140
1 856 906 1703 824 1399 133 1 140 408 904 206 940 377 949 765
2087 488 7 264 166 2181941 1821 897 1564 270 1322 975 1027 564
357 377 259 080 377 621 256 511 72 818 (2277) (17 195)
4301771 4 227 370 3908 695 3218 816 2541294 2261075 1960 134
730 244 745 285 741 578 583 723 290 512 285 247 298 851
3571527 3482 085 3167 117 2635093 2 250 782 1975 828 1661283
30 18 7949 26 85 2219 19 14 16 82 14 16
118 250 118 068 117 839 117 698 117616 117 486 117 269
S (15041) S 3707 $ 157857 S 293711 $ 5 265 8 (13604) § (13075)
268 88 77 {245) (495) (330) (74)
242 805 488 305 697 063 545 584 490 171 393 847 273 382
— — 156 1974 958 118 862 6 285
419 783 405 780 336 722 289 931 249 834 217 298 201 048
2 381 227 2 830 077 3146 813 2 837 440 2 697 107 2 090 647 1734 467
73 165 83 748 109 268 114 968 112 146 110 389 87 853
BARxww/gs”
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Management

Board of Directors

Anne L Armstrong (1977}
O wuonu 711 1 ts Foreign Inteliigenc
Atvi 17Eu T tmatt of tho Bo 1} of
Trimes Vot Center or Strategic and
Int maton i <t Arecter of - everdl
corporst n L~ mnla alrtoGreat Bntan
Amm iy

T Lows Austin Jr t1983)
Pr entand C L eutic Ofnc t
o Browvn & P
Hou ton T

Alex E Barron (1974)
Vi haumao n3 hian General Investment
Limied W te 1 I corporations
Totorte C p

Edwin L Cox (1879)
Chairm n e
Dallas ™ xas

riC s Inc

Robert [, Crandall (1986}
Chan n naF tn t AMR Corpcraun and
Amenc n Aiwhr c
Dall4 kot Airport Tux s

Thomas H Cruikshank (1977}
Pre detit 4nd G ecu ve Ofhesr |
Halburten (¢ ¢
Dall s Teyau

James W Glanwille (1977)
Guncrat Farrner tifr1 & Co
M w Yok ! h

Guy T McBnde Jr (1972)

Fr odentFm o1y olut 1o school of Mines
Coldenn Lol 1

Executive Committee

Puivi J Thrash

Le ter L. Colemin

T Lour

The Rt Hon Lord Polwarth (1974)
Diceter — nhof Scodand #ir tor
of eviral 0 poratons

taro 41 Scotiand

B G Taylor (1981)
Fx ¢ n o ¢ Presiient ~ il Field cvic o
Halbbutt 1 empany Chairman and Chiet
Fsecutive CF ot of Halliburton Setvice Divi g n
Dalt s "«

E L Wihamson (1981)
Chour it Chief Fx  uhve Officer {
The Lo s r land ana Fxg lodtion Comp iy
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Principal Operating
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Insurance Services
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Shareholder Information

Corporate Office

3600 Lincoln Plaza

500 Narth Akard St
Dallas Texas 75201 3391
(214) 978 2600

Shares Listed

New York Stock Exchange
Symbol HAL

The Stock Exchange London

Swiss Stock Exchanges at Zunch
Geneva Basel and Lausanne

The Toronto Stock Exchange

Transfer Agents and Registrars

Principal Agent
RepublicBank Dallas N A
Pacific at Ervay

Dallas Texas 75201

Morgan Shareholder Services
Trust Company

30 West Broadway

New York New York 10015

Central Trust Company

1 First Canadian Place

PO Box 38

Toronto Ontario Mb6X 1G4

Form 10 K Report

Shareholders can obtain a copy
of the Company s annual report
to the Securnties and Exchange
Commission Form 10 K by
writing to

Vice President Investor Relations
Halliburton Company

3600 Lincoln Plaza

500 North Akard St

Dallas Texas 75201 3391
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